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Q:  What is the purpose of your testimony? 
 
A: On June 3, 2005, the Acting Executive Director issued a “Notice of Intent to Release 

Aggregated Data” (NOI) containing several proposals to release to the public data regarding 
PG&E’s future energy requirements and resources, which PG&E contends is confidential.  
On June 17, 2005 PG&E filed an objection to two main components of that proposal:  (1) the 
publication of annual capacity information about loads, groups of resources, and net resource 
need for each individual IOU (proposal 1); and (2) quarterly summarized capacity and energy 
information for each individual IOU.  PG&E objected because this information is market 
sensitive, and should not be revealed to competitive market participants who could exploit 
this knowledge in ways that would harm PG&E and its customers. 

 
Q: Why is the annual capacity data in the CEC Staff’s Proposal 1 market sensitive?   
 
A: First, let me note that the CEC Proposal 1 does  currently recognize that much of the detailed 

information we’ve provided, such as contract details and monthly resource output forecasts, 
is confidential, and PG&E appreciates these protections.  However, PG&E believes that the 
Proposal still damages the interests of PG&E and its customers by allowing the unnecessary 
release of disaggregated information on utility demand and proposed resource procurement. 
This information could seriously disadvantage and damage PG&E and its customers during 
our procurement of electricity over the next several years.  Specifically Proposal 1 releases 
detailed information on PG&E’s bundled customer peak demand and PG&E’s expectations 
regarding load growth and customer departures.  Since PG&E will be procuring capacity for 
its bundled customers’ peak demand, the release of this specific information, along with the 
supply data, will allow competitive market participants to know specifically PG&E’s net 
open position, i.e. what PG&E will require in future procurement.  Knowing this information, 
market participants may be able to extract higher prices from us and potentially exercise 
market power in our competitive procurement processes, thus driving up costs to our 
customers and damaging the competitive functioning of California’s energy markets.   

 
Q: Wouldn’t PG&E want the market to know its net open so that the market will develop 

resources to meet these requirements, in order to preclude the capacity shortfall 
witnessed several years ago?  

 
A: Absolutely not.  PG&E concurs with the premise that it is important for the market to know 

the timing and type of resource needed to promote development of resources in a region to 
meet these resource needs.  However, providing the net open position goes too far to the 
detriment of PG&E and its customers.  Information on the type of resources needed and the 
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timing of need are already provided in the RFO solicitations that are issued when resource 
needs are put out for competitive bid.  We explicitly specify the timeframe in which 
resources are needed and we specify the specific products being requested in that particular 
solicitation.  This information already tells the marketplace what resources are needed and 
when. However, this can be provided without providing an individual participant’s overall 
net open position, as is intended by Proposal 1.   

 
Telling the market exactly how much is needed would give suppliers an unfair advantage in 
pricing the last increment needed, especially when suppliers are not required to disclose their 
own cost information nor required to bid their own cost.  When 1) the specific peak capacity 
and energy requirements of a single utility are known to sellers, 2) the purchasing  utility has 
a legal obligation to serve its customers and must buy to “keep the lights on,” as PG&E does, 
3) the purchaser’s load is largely inelastic, and 4) each seller knows that the utility must pay 
whatever price the seller bids for the last increment of peak demand, sellers will bid up prices 
for that last increment exercising market power to raise costs to customers on whose behalf 
PG&E is purchasing power. Thus, PG&E remains baffled as to why this Commission 
believes that releasing market sensitive information is in the consumers’ or public interest.  
In fact, we have heard consumer groups argue just the opposite—that market sensitive 
information should remain confidential and not be put in the hands of the market participants 
who are competing with or supplying the utilities.  Furthermore, a utility’s procurement costs 
are “pass through”, i.e., its costs are not marked up and the utility does not earn any profit 
from its purchasing activities.  On the other hand, each seller in the market is in the business 
to make a profit and tries to maximize profits on its sales.  This asymmetric framework 
suggests that market sensitive information should not be released.  
 
As we all know, a number of energy suppliers and marketers used a version of this type of 
market power in California’s electricity market during the 2000- 2001 energy crisis, 
imposing billions of dollars of excess costs on PG&E and its customers and other utility 
customers. 
 
PG&E finds it very troubling that this Commission believes that disclosing a utility’s net 
open position is the key information needed to have greater resource development in 
California.  There is no evidence that this would be the case.  In fact, developers and capital 
markets have been very clear on what is needed--a wholesale market with stable rules, clear 
price signals, a creditworthy buyer, a supportive regulatory environment that provides the 
buyer with assurances of cost recovery for the payments being made to the resource owner, 
and long-term contracts.  We have not heard the lending community say to this Commission 
nor the CPUC that what suppliers need is the utility’s net open to invest a dollar in 
California.  If promoting greater resource development is the goal of this Commission, then 
the release of the utility’s net open is a red herring.   

 
The whole point of regional market assessments is to determine when resource development 
is needed.  A developer should not be committing to build a resource because one entity has a 
large open position.  That developer has no assurance that the entity will not close its position 
at any point in time.  What should be important to a developer is the overall anticipated 
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shortfall or surplus in a region which encompasses all LSE’s and market participants, and not 
the market position of a single entity. 

 
Q: Why does PG&E consider annual IOU-specific forecasts included in Staff’s Proposal 1 

to be market sensitive, but does not consider comparable annual planning-area 
forecasts included in Staff’s Proposal 2 to be market sensitive?  

 
A: Proposal 1 provides market participants who are selling to the utilities with data about the 

buyer’s (utility’s) open position, strategy and requirements, thus placing the competitive 
advantage in the hands of the sellers.  This differs from Proposal 2, which would release 
aggregated planning area “market- level” information, which should actually be more useful. 

 
In other functioning markets one entity does not disclose its open position to another market 
participant for the market to work.  Goldman Sachs does not disclose to Morgan Stanley its 
book position and vice versa yet the commodities market functions year after year.   Market 
participants do not need to know the exact positions of other participants.  In fact, if all 
parties know the exact position and strategies of an individual market participant in isolation 
with no other entity required to disclose its position that will undermine that participant’s 
ability to get a fair and competitive price or fairly negotiate at arms length in the market.    

 
Q: If PG&E considers utility-specific data to be confidential, why does it consider Proposal 

3, which would release a range of annual utility specific requirements, not to be 
confidential? 

 
A: Proposal 3 represents a potential range of needs rather than a specific forecast.  This masks 

PG&E’s resource requirements so that a market participant would not be able to ascertain 
PG&E’s actual net open position or market strategy.   

 
Q: Why does PG&E consider the quarterly capacity data to be confidential in all of the 

CEC Staff proposals if it only objects to the annual capacity data in Proposal 1? 
 
A: PG&E strongly believes that quarterly capacity data, at any level of aggregation, is simply 

such a detailed level of information that it cannot effectively mask an IOU’s net open 
position. PG&E opposes the release of quarterly capacity data for all scenarios since this 
information will readily allow market participants to understand not only PG&E’s peak 
requirements, but also allow market participants to ascertain PG&E’s market strategy as the 
seasonal requirements will indicate to the market what type of resources are likely to be 
sought.  By making public quarterly capacity data there is a greater chance that PG&E’s 
resource procurement strategy will become transparent, to the disadvantage of its customers.  
The same case can be made for Staff’s proposals 2 and 3.      

 
Q: Why does PG&E consider the quarterly energy data to be confidential in all of the CEC 

Staff proposals if it is acceptable to release in on an annual basis? 
    
A: As with the capacity information, the release of quarterly energy information simply provides 

other market participants with PG&E’s net position.  It is no secret that PG&E has a lot of 
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hydro and wind generation, and at certain times of the year PG&E is an energy seller in the 
market and other times an energy buyer.  What is not publicly known, and what PG&E 
considers to be very market sensitive, is exactly what that seasonal position is and how we 
forecast this.  The reason we want to keep this confidential is so market sellers do not use 
their market power to extract higher rents in periods when PG&E is an energy buyer, then 
change their market participation (i.e. strategize to buy from the market) when PG&E is long.  
Since PG&E’s energy position is a mirror of the planning-area seasonal position, PG&E’s 
position can simply be pro-rated as a portion of the planning-area energy generation.   

 
Q: Isn’t utility quarterly demand and generation data already publicly available as a result 

of the CPUC ALJ’s Ruling in R.04-04-003, May 9 2005?  
 
A: No.  The ALJ ruling in that proceeding required the utilities to provide quarterly energy 

forecast information on several areas of generation.  It did not require the general release of 
capacity information, and specifically required that certain generating data be provided to 
parties in the proceeding only under execution of appropriate Non-disclosure Agreements.   

 
Q: Is this just about the price the utility pays? 
 
A:  No, rate increases can cause customers that do have alternatives to our utility service, such as 

industrial customers who can move away or customers who can be served by other utilities, 
such as municipalities and irrigation districts, to leave our service.  Incrementally, this 
reduces the revenue we can earn from energy delivery to those customers. In addition, if 
release of this information allows a market participant to exercise market power in a 
particular market or during a particular period of time, that is anti-competitive and harms all 
participants in the market.  

 
 
Q: Isn’t there a value to the public at large for the CEC to provide information about the 

resource needs of each IOU? 
 
A: No, in fact there is a large risk of higher costs to customers that cannot be ignored.or 

mitigated once the information is released.  While we recognize that there is broad value in 
understanding the general physical resource needs of the region, the state, and even sub-
regions of the state, and the CEC is an appropriate agency to do this, this can be done on an 
aggregated basis and would not expose our customers to the potential exercise of market 
power.  However, there is no public policy reason for the CEC to reveal this information at 
the level that reveals each individual IOU’s business needs in a way that disadvantages the 
IOUs or harms their customers by increasing procurement costs.  

 
Q: The CPUC has denoted the CEC’s IEPR as the appropriate venue for determining the 

level and nature of the residual net short for each utility.  How can the CEC do this 
without revealing what you believe to be market-sensitive information? 

    
A: The CPUC has processes that protect this information through aggregation and masking, and 

we believe that the CEC can do the same, even though the two agencies may have different 
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underlying confidentiality regulations. In addition, data can be provided subject to non-
disclosure arrangements that protect the information from abuse in the marketplace   

     
First, the CEC could use the method that was used in the last Long-Term Plan cycle.  A 
limited number of CEC staff were allowed access to confidential information after signing 
NDAs.  They then worked with the utilities to aggregate, align and standardize data and 
assumptions.  This worked well and there really is no reason we could not use this structure.   

      
However, even if one interprets the Peevey ACRs as committing the CEC to play a more 
central role, the CEC’s process can be structured to provide the CPUC and non-market 
participants with the entire data under non-disclosure arrangements, and excluding of the 
more sensitive data from use by market participants.    We believe the CEC could deem this 
IOU-specific resource needs to be confidential, and create a confidential report for 
transmittal to the CPUC.  This process would allow for a deeper level of  review by non-
market participants through the use of Non-Disclosure Agreements, just as the CPUC has 
done for over two years in its Long Term Procurement and Procurement Review Group 
proceeds.   

 
Q: You note that the CPUC and CEC have different statutory provisions governing their 

development and application of confidentiality rules.  How can this be reconciled? 
    
A:  PG&E believes there should be a single set of confidentiality rules applying to utility data, as 

confidential designation by one entity is moot if it is publicly available through another 
agency.  Further, a single policy regarding confidentiality should consider the best interests 
of consumers, who will ultimately be harmed in the event that data release causes market 
price increases and exercise of supplier’s market power.  To that end PG&E encourages the 
CEC to actively participate in the CPUC’s proposed Rulemaking on Confidentiality and 
agree to be bound by the decisions in that proceeding.   
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PACIFIC GAS AND ELECTRIC COMPANY 

STATEMENT OF QUALIFICATIONS OF ROY M. KUGA 

Q  1 Please state your name and business address. 
A  1 My name is Roy M. Kuga, and my business address is Pacific Gas and Electric Company, 
245 Market Street, San Francisco, California. 
Q  2 Briefly describe your responsibilities at Pacific Gas and Electric Company. 
A  2 I am the Vice President of the Gas and Electric Supply Department.  I currently oversee 
the daily gas and electric procurement functions, wholesale and retail market redesign, and the 
supply, demand and integrated resource planning functions.  I joined Pacific Gas and Electric 
Company over 20 years ago and have held a number of engineering, contracting and planning 
related positions with my most recent position, Lead Director in the Gas and Electric Supply 
Department. 
Q  3 Please summarize your educational and professional background. 
A  3 I within addition to my 20 plus years with Pacific Gas and Electric Company, served as 
an operations research analyst at both GTE and Chevron.  I am a registered Professional 
Engineer in the state of California.  I have a Master of Science degree in Operations Research 
from Stanford University, a Bachelor of Science degree in Electrical Engineering from the 
University of Hawaii and a Bachelor of Arts degree in Mathematics from the University of 
Hawaii. 
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